by ELEANOR A. KEAR

Shifting Patterns in Retail Trade

THE increase in consumption expend-
itures for goods aceounted for most
of the expansion in economic activity
in the first quarter of 1964, With this
rige in goods demand, retail stores
experienced a seasonally adjusted sales
inerense of 2% percent from the fourth
quarter of 1963 to a new peak in the
first quarter of 1964. This is the largest
quarterly gain so far in the 1961-64
expansgion, during which retail zales
have risen almost one-fifth above the
recession low 3 years earlier. Advance
data indieate that April sales are being
maintained at the first-quarter rate,
although they ave slightly below the
February peak.

Retail sales have been supported by
a continually rising volume of disposa-
ble personal income—and this rige has
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been accelerated in recent months by
the reduction in Federal taxes. Sales
and income changes have not always
moved in parallel fashion, Last year,
for exumple, sales rose relatively less
than income; earlier in the recovery
period, and in the firet quarter of 1964,
the reverse was true,

These differential movements are
shown in the first chart, which also
illustrates the comparatively small rise
in retail prices in recent years. Since
early 1960, consumer goods prices have
risen 3% percent, or less than 1 percent
per year. Owver the past 12 months
these prices increased almost 1% per-
cent,  After allowance for price change,
the physical volume of goods passing
through retail channels in the opening
quarter of 1964 was 3 percent above
the corresponding period of 1963,

Recent sales changes

Seasonally adjusted inereases from
the final quarter of last year to the first
quarter of 1964 were widespread among
the major lines of retail trade, and
rather evenly distributed between dur-
able and nondurable gomds stores. One
of the best performances was by the
general  merchandise  group—puarticu-
larly department stores and variety
stores—with a gain of 6 percent from
the fourth quarter of 1963. This large
first-guarter increase followed a decline
in sales during the fourth quarter which
was probably attributable to a dip in
apparel sales. Sales of apparel stores,
it may be noted, rose considerably in
the first quarter after a fourth-quarter
decrease. Sales of furniture and appli-
ance stores have been expanding sharply
since early 1963, in part because of the
high rate of homebuilding.

Automotive dealers are now in their
fourth year of rising sales, a rather

unique experience.  All major sectors of
their business are doing well. Unit sales
of domestically produced and imported
ears have maintained an 8 million or
better seasonally adjusted annual rate
in all but one of the months from Octo-
ber 1963 to April 1964. In April and
in February of this year the rate ap-
proached 84 million cars.

Marketing of new trucks has recently
shown an even larger relative gain than
new cars; truck sales in the first 4
months of 1964 were up one-=sixth over
the same period of 1963 as compared to
7 percent for new cars. Partial informa-
tion also shows that sales of used cars
and trucks are above last year.

Fourth- to first-quarter sales pains at
foodstores and eating and drinking
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places were relatively close to the
ingrease in total retail sales,

Gasoline eervice stations aud lumber-
building material and hardware stores
have not shared in the current genersl
risa. Althongh their sales are above
the previous year's level, little of the
gein has come In recent months.

The tax cut and early 1964 sales

Retail buying has not changed much
sinca the reduction in pemonal inceme
tax withholdings became eoffective in
March. Sales in March and Apsil
were 1 porcent below February, but
higher than in aoy previcus month,

In iaterpreting this result, it should
be noted that it mey be too endy for

Tahle L.—Tercent Chonges in Boteil Saley, 1960-54
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any mensurable effect to have cecurred,
since consumer spending habits are
somewhat sloggish, and some tims
may be nseded for the tax-cut effects to
ba reflected in ineressed spending.
Thus, if the expected impnet in the
first month or two is relatively smnll,
1§ may not be diseermible due to ir-
regularities in short-term movements
of retail snles. Alzo, sales in Febraary
were quite bigh and may have includad
some anticipatory buying in view of
the cortainty of pussage of the tax-cut
legislation at that time.

Retail inventories rize with sales

Ratallars continne 1o follow conserv-
ative inventory policies. For the posé
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24 yesrs they bave held the book
valee of their inventoriss just under 1.4 -
times monthly sales. Thizs is lowaer
thon in other postwar periods of peak
gnles, when stoclk-sales ratios are
$ypically lowast, (see tohla 2).

In the opening quarber of this year,
moxt major irades mdded to stocks ns
sales axpanded. About three-fourths
of the sensonally adjusted ¥ise of over
3300 million in this quarter occurred at
autometive stoves, where both stocks
and eoles are ab record levels.

Franchised nutomobila dealers ab -
the end of April held & record 1.1
million new passenger cars (sensonally |
adjusted). With anles nt an & millien
onnunl rate, this stoels wo2 equal to
aboyt, 50 doys of sales, or well above
most earlier periods of high auko -
demand. The fortheoming wage ne-
gotiations in tha aunto industry this
sommer may be & factor here.

Stock-sales ratios in furniture and
appliance stores, after rising through
the mid-1950's, bave declined in recent
vems. Katios bheve continued to full
in 1963 and enrly 1964 os ssles of fur-
niture and nppliance stores picked up
impressively.  Stoclesales ratios of lum-
ber-building materigl-hardware Etores
have shown laidly similar movements;
they hove picked vp a bit in 1064,
however,

3iocks at apparel stores have been
showing a rising trend relative to sales
from one postwar penk to another, and
stock-sales ratios of {oodstores have
been tending uwpword. In opparel, -
soma reduction in this ratic took ploca
during the first quarter of 1964 as sales
rese sppreciebly, ond stocks only
slightly.

The stock-sales ratio for genaral mer-
chondise stores at the end of the first
quarter of 1884, at just under &, was
lower than in any other previous panur.l
of peak seles.

ShiftingPatternsin Retail Sales

Ketnil znles bave shown o congider-
abla nnd almost continuous rise in the
poetwnr period, from $134 billion in
104€ to $246 billion in 1963, n gain of
almost 33 percent. This inereass in
buying was financed, in port, by on
aven greater riss in disposable personal -
income, which went up 113 percent,
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and by a large extenzion of consumer
eredit,

The differential rate of growth in
retail sales and disposable income since
1948 to a large extent reflects the sharp
change in the distribution of the con-
sumer dollar. As ean be geen in the
ghart, consumer spending for goods and
services combined has kept pace with
disposable income over the postwar
period. Spending for services, however,
Lias rizen velatively faster as services
recovered from their abnormally low
position in  the immediate postwar
vears, when a eontinuation of such war-
time restrictions as rent controls pre-
vailed.

SURVEY OF CURRENT BUSINESS

Part of this shilt in consumer spend-
ing iz attributable to the rapid increase
in service prices, ns restrictions werse
removed. Between 1945 and 1063 the
Consumer Price Index [or serviees rose
60 pereent, a compounded annual
growth rate of 3 percent, as compared
to a 16 percent, or less than 1 pereent
per annum, rise in the average price of
monds,

This change in
had its impaet on

spending habits has
galos ot retail stores,
which primarily distribute gooda—
although services are quite important
in certain lines such as filling stations
and motor wehicle dealers. In  the
194550 period retail sales were equiv-

SALES OF RETAIL STORES SINCE 1960
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alent to more than 70 percent of dis-
posable personal income; in the 1961-63
period, however, sales had slipped to
61 pereent of such incoms.

Not only has the relationship betwean
total sales and ineome changed, there
has also been a shift in the pattern of
retail spending.  While aggresate sales
have risen 50 percent, some lines of
trade have experienced greater gains
than others., By translating the sales
of the various kinds of slores into cents-
per-retail sales dollar, their differing
rates of prowth stand out more clearly.

The relative distribution of vetail
gales by lines of trade over the postwar

pevind s shown in the chavt. In
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exumining the chart, certain reserva-
tions should be kept in mind, First,
the data refer to kinds of retail stores
rather than types of commodities,
Secondly, the base is total retail stores
vather than total consumer spending—
g0 that the larger relative growth in
services than in goods is not represented.

Thirdly, some events in the postwar
period have resulted in serious imbal-
ances in the supply-demand situation
in some trades. The two most obvious
distortions arise from the shortage of
certain goods in the reconversion period
following World War 11, and the re-
“etrictions on output during the Korean
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period.  As a result, the relative share
of sales by nondurable goods stores
was abnormally high in 1946, dropped
rapidly in the late 1940's as durable
goods output moved into high gear,
and then moved up again during the
Korean period as the supply of durables
was again eurtailed.

Soft goods generally show faster
growth

Most nondurable goods lines of trade
liive been absorbing inereasing pro-
portions of the retail dollar since 1053,
In the case of foodstores, departiment
stores, and drugstores, there iz a sug-
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gestion that part of their better-than.
average showing since the mid-1050"
is due to the aggressive merchandisin:
of large multiunit organizations,
These organizations have been quick
to expand in the more rapidly growing
suburban areas. Most newly devel-

oped shopping centers have been

oriented around a large groeery store,
drugstore, and one or more department
slores,

Furthermore, it appears that the
most rapid expansion rates in the past
decade have been shown by lines of
trade that handle a wide range of
merchandise lines. Multiunit organi-
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wations hova been leaders in this form
of merchandiging, and the proliferation
of product lines in grocery snd drug
stores lns been phenomenr), Even
dapartment stores hove added to their
goods and services departments.
Another notable exampie is the rapid
expansion in ths number of full-line
discount-departmant stores.

There are other factors in the upword
movement in foodsiore sales from abouk
23 cents in the mid-1980's to 24 ceals
or more in the 1960°s. There bas been
a continuous trading-up in focd pur-
chases both in terms of the more ex-
pensive Gypes, and in the expnnded
buying of botter-prepared, Detter-
trimmed, precooked, and frozen Tood
producis. Anocthor factor is thal food
priceain recent yents huve risen slightly
relntive to overnll goods prices.

Over the shorter term, since con-
sumers tend to mointain their food
purchnses during recessions, while
sharply curtailing their expenditures
for autos and appliances, the shire of
tha retail dollar taken by foodstores
rises sharply in n business downtura;
conversely, the shore declines in
recoOvEeLics,

‘Drugstores awe pnrt of their inoreased
shinre of retail sales in tha past decade
to the trenendous growth in the use of
antibiotics and other highly effective
new drugs, which sro typically higher
priced than the drugs fornerly in use.
Since 1961, thers has been some slip-

SURVEY OF CURRENT BUSINESS

pare in the share of the yetadl dollar
taken by drugstores.

Eating cod drinking places, althongh
increising their total sales, hiave fe-
counted for o smaller part of the sales
dollar in the past fow years than in
the immediste post-Ilorean period.
Slightly more of the consumers’ dollar
is currently being spent in liquor stores
than in 1053,

Women’s and children’s wenr, nnd
shoostores have besn relatively stable
in their share of tha yetail sales dollar
throughout this period. Moen's wnd
boys' wear Lava shown o light downo-
wurd drift over the past decidls, whils
{nmily apparel stores have slowly in-
crensed their shave of the total.

Tlhe part of the sales Jdollm spent in
sasoline service stations has risen from
# cents in 1353 to § cents cwTently.
Most of Lhe receipts of these stations
come (rom bthe sales of motor fuel and
oil and the repair and panera]l maiote-
nanee of motor velieles, and their slable
growth rellects the coniiouvus postwur
growth in the pumber of wvehicles in
operation. Soles of tire, battery, and
accessory derders, holding stendy over
the postwar period at slightly aver 1
percent of retail sales, have alsc bene-
fited Ly thiz factor; this is the only
durable goods proup which did nat
ghow o downward movement in its
share of the retail sples dollar in the
past decada,

Sales of passenger car dealers have

23

shown wide cyclienl swings. In the
recession troughs of 1954, 1958, and
1881, their shure of the retail dollwe fall
gharply, rising ngein in ench of the
following upswings. Even though
motoxr vehicle denler’s sales were at
racord rates in early 1964, the portion
of the sules dollar spent at thesa stores
hns fuiled to rantch the 1953-57 rate.

Snles of lumber-building materiol
dewlers mud appliance stores ave also
apprecinbly slfected by changes in the
business ¢ycle, but to a lesser exient
than are automeotive sales. Sules of
furnitore-homefurnislings and hord-
wile stores do not renct measurably to
cyclical movements. The lasser eyclicnl
response siown by these trndes and by
applinnce stores and by lomber-buildine
mplerin]l dealers possibly reflects their
relationsbip to movements in housing
wetivity, which in the postwar period
has [requently moved in o counter-
eyclical lashion.

The shares of the retail doilar taken
by iurniture-bomefurpishings and ap-
plinnce stores, alfter losing about one-
hall & cent each frem thelr mid-1980
highs, hinve recently stabilized as thesa
storres hovo vegistered Inrzer-than-averags
siles guins in 1963 and carly 1964.

Soales of lumber-building mwterinl
denlers and bavdware stores, cu the
other hinnd, hinve not been particulariy
strong in the recent pericdd, snd the
decling in thelr share of the sales
dollne hes continued.

Manufactaring and Trade—Revised Estimates of Sales and Daventories

FRESENTED baow are revised vati-
mites of wholesslers' sales, inventories,
il slockesnles ratios. Data for otal
Mmanufacturing and trnde have heen
adjusted to inciude the ew wholesale
trade figures; dnta for monufacturers
4ad retailers have not been revised.

The wholesale trade estimotes in-
corporate revised seasons} and trading
day factors developed by the Bureau
of the Census for the period starting in
Jonuary 196¢. In reddition, the data
hove been expanded to cover nll moer-
chant wholesnlers; the former series had

excinded wholesalers of farin products,
raw materinle. The inclosion of the
latter group affects the dots for whale-
sale trade and for the total of manufae-
turing noil teade hack to 1948 when the
saries begins. The estimates prior to
1957 sre aveileble on vequest.



